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SATURDAY, FEBRUARY 25, 1956 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON Livestock AND FrEp GRaINs 
OF THE COMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The committee met at 10 a. m., Hon. W. R. Poage (chairman of the 
subcommittee) presiding. 

Mr. Poacs. The committee will please come to order. 

The committee has met this morning to consider the livestock 
picture, particularly in reference to heavy-fed beef, and get an idea 
just what the picture is and what action, if any, should be taken. 

The chairman will have to be absent about 10 or 15 minutes in a 
few moments, but I will return as soon as possible. 

It was thought that probably Secretary Butz of the Department 
would give us an outline of the picture as they see it and then call 
on some of the livestock growers. 

Mr. Hitt. That would be perfectly satisfactory to me. 

Before starting I would like to say a word. Congressman Hope 
would be in attendance if he were not detained by a previous com- 
mitment. I notice the Senate yesterday had a bill introduced to 
do the very thing I mentioned in our news release that you and I 
talked over, and that was regulation in an amendment to the Packers 
and Stockyards Act that none of this livestock, either cattle or sheep 
or hogs, could drop only a certain percentage or certain amount in 
a day. We are already getting folks to thinking along the lines we 
a in mind where we could prohibit such violent drops in a few 

ours. 

You have a complete history and background of how that works on 
the SEC, the stock market. They have prohibited that for some time 
and as we understand it, it works pretty well. 

Mr. Poages. I do not want to prejudice any views my colleague has, 
but I want to dissociate myself from that bill. 

aoe Hirt. We would not expect a decision, but it does not hurt to 
talk. 

Mr. Poaae. I do not mean to oppose it, but I do not want to be 
included among those proposing it. 

Mr. Hitx. That would show a prejudice in your mind that I know 
does not exist. You cannot condemn anything before you know 
what it is. 

Mr. Poaaes. I am not trying to condemn it. I just do not want to 
endorse it. 

Mr. AuBertT. That was an impersonal “‘we.”’ 

Mr. Poacee. An editorial “we,” meaning “I.” 

Mr. Butz, we will be glad to hear your views. 
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STATEMENT OF HON. EARL L. BUTZ, ASSISTANT SECRETARY OF 
AGRICULTURE; ACCOMPANIED BY ROY W. LENNARTSON, DEP- 
UTY ADMINISTRATOR OF THE AGRICULTURAL MARKETING 
SERVICE; AND HAROLD F. BREIMYER, AGRICULTURAL ECO- 
NOMICS DIVISION, AGRICULTURAL MARKETING SERVICE, 
DEPARTMENT OF AGRICULTURE 


Mr. Butz. I have with me Mr. Roy Lennartson, Deputy Adminis- 
trator of the Agricultural Marketing Service and on my left is Mr. 
Harold Breimyer, economist with the Agricultural Marketing Service 
who is engaged in the livestock sector of our work. 

I have a prepared statement that sets forth the background of this 
situation and with your permission I will read this statement. 

The cattle industry is now up against a serious problem in the 
marketing of heavyweight well-finished cattle. This is currently the 
most serious aspect of an overall heavy supply and depressed price 
situation. It is a situation that did not come into being overnight. 
The problem has been building up for the past few years. 

The cattle situation became serious in 1953 because of a combina- 
tion of increased numbers and a severe drought over wide areas, 
which forced increased marketings and lower prices. At that time 
the Department of Agriculture undertook a beef purchase program to 
help bolster the cattle market. We purchased approximately 250 
million pounds of beef and beef products at a cost of more than $90 
million. 

During 1954 and early 1955, the cattle market was more stabilized 
and, despite continued large marketings of cattle for slaughter, the 
cattle situation was not particularly unfavorable for most producers 
and feeders. By good fortune, the large increase in cattle and beef 
production has coincided with high employment and record incomes 
of consumers. More dollars have been available to be spent for meat 
than ever before. 

Cattle and calf slaughter in 1955 turned out even larger than in 1954, 
The combined slaughter last year was the largest on record. Nearly 
40 million head of cattle and calves were slaughtered. Just 5 years 
ago cattle and calf slaughter was only about 26 million head. In 
other words, cattle slaughter has increased over 50 percent in the past 
5 years. And for the first 7 weeks of this year cattle slaughtér under 
Federal inspection has been about 7 percent greater than slaughter 
in the corresponding period last year. 

There is a basic difference between the present depressed market 
situation and that of 3 years ago. In 1953, the widespread drought 
over much of the principal cattle-producing areas intensified the prob- 
lem by forcing many cattlemen to market their stock becauce of lack 
of feed and water. The serious situation then was centered in the 
basic producing herds. Also, hog production 3 years ago was rela- 
tively small, and therefore, the competition for the consumer’s dollar 
was much different than during recent months when sharply increased 
market supplies of pork were competing with the record output of 
beef. 

As a result of the very large output of beef and the increase in pork 
output, the market for fed cattle last summer failed to advance as is 
usual for that time of year. The market for fed cattle was relatively 
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stable at that time, but apparently many cattle feeders felt that the 
market would advance seasonally. These feeders delayed marketing 
their cattle when they reached the usual weight and grade. 

In the meantime, hog marketings increased sharply and coincidental 
with the fall movement of cattle off pastures and ranges, and prices 
for the better grades of cattle weakened. This unusual and complex 
development has resulted in a large overproduction of long-fed over- 
weight cattle this season. The market for heavyweight beef is rela- 
tively limited. Therefore, even a small overproduction of such beef 
has a considerable adverse effect, not only on the market for heavy- 
weight cattle but also on other grades and weights as well. 

On January 1 this year there was a record number of cattle on feed, 
1 percent more than a year earlier. In 14 leading cattle-feeding States 
the number of cattle on feed for 3 months or more was 30 percent 
greater than a year earlier. Also, in those 14 States there were 69 
percent more cattle on feed weighing over 1,100 pounds. This 
illustrates the unusual situation which has developed in supplies of 
heavyweight fed cattle. 

Cattle in the feed lots obviously have to move to market some time. 
Of course, they had been showing up in slaughter before January 1, 
but as of the first of the year there still were burdensome supplies to 
be marketed. Since the first of the year these heavyweight cattle 
have been coming to market in a floodtide. This very heavy market 
movement has had an adverse effect on prices of almost all cattle. 
Understandably, prices of the highest grades have weakened most. 
Here are some figures on recent marketings of these long-fed cattle: 

At five leading midwestern markets—Chicago, Omaha, Sioux City, 
Kansas City, and St. Joseph—in January, 184 percent more Prime 
steers were reported sold out of first hands for slaughter than a year 
earlier. There were 36 percent more Choice grade slaughter steers 
sold. The weights of these cattle also reflect the situation. At those 
five markets in January, all steers sold out of first hands for slaughter 
weighed an average of 42 pounds heavier than a year earlier. In 
fact, the Prime steers were 84 pounds heavier, and the Choice steers 
were 21 pounds heavier than last year. 

For the first 7 weeks of this year, cattle slaughter under Federal 
inspection was about 7 percent greater than a year earlier. However, 
the weight of all cattle slaughtered was about 33 pounds greater than 
a year earlier. Asa result, the production of beef so far this year has 
been about 11 percent greater than in early 1955, with an unusual 
proportion of the total beef produced being in the highest grades. 
This great abundance of high-grade beef has come into the markets 
at the same time that pork supplies have also been unusually large. 
This has been an exceptional occurrence, and undoubtedly caused 
both cattle and hog prices to drop to lower levels than otherwise would 
have been the case. 

We in the Department have been greatly concerned over what has 
happened to these prices, not only prices received by producers but 
also prices paid by consumers. The studies we have made show that 
the reduced prices received by farmers have not been fully reflected 
in lowered prices paid by consumers. This has resulted in wider 
margins for processors and distributors. Marketing margins for beef 
alone have been growing wider since 1950. 
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In the case of U. S. Choice grade beef, for example, our studies show 
that the retail price declined 5 percent from the fourth quarter of 1954 
to the final quarter of 1955. The farm value declined 19 percent. 
Charges for marketing beef advanced 26 percent during that period. 

The price farmers received for Choice grade beef cattle declined 
$4.15 per hundred pounds from the first quarter of 1955 to the final 
quarter. About 60 percent of this reduction was associated with the 
widening of beef-marketing margins. Our studies show that packer- 
wholesaler margins increased by $1.08 per hundred pounds of live- 
weight cattle, or $2.54 per hundred pounds on a carcass-weight basis. 
About 42 percent of the overall increase of marketing margins was 
accounted for at the packer-wholesaler level, and approximately 58 
percent at the retail level. 

We recognize that fluctuations in margins come about because cattle 
and beef prices do not maintain a fixed relationship to one another at 
any one point in the marketing channel. But a widening of margins 
such as that which has taken place since 1950 is a clear indication of 
a more permanent upward trend in the cost of marketing beef, which 
is a cause for concern on the part of beef producers and consumers. 

There is no question whether costs borne by marketing agencies 
have increased during the last 6 years. Department records disclose 
a material rise in hourly wages paid to workers in the meatpacking 
and distributing industry. They also show a very substantial in- 
increase in the cost of supplies used in the packing and distributing 
operation. To the extent that rising costs have contributed to rising 
marketing margins, the meat industry has no alternative for doing 
other than it has done in adding such costs to the price of meat. 
Nevertheless, there is an indication of a gradual widening of profits 
and margins in packing and distributing beef that causes producers to 
raise justifiable complaints of having to bear more than the full force 
of the price decline on beef sold to consumers. 

The meatpacking industry and the wholesale and retail distributors 
of beef need to be as much concerned as anyone about maintaining 
an economically sound beef-production economy. The failure of any 
one segment of the industry has its impact upon the other segments. 

We in the Department are doing what we can to focus public atten- 
tion on the recent trends in food-marketing costs and in the distribu- 
tion of the consumers’ food dollar. The results of our studies to 
determine the extent to which marketing margins have been increased 
are being widely disseminated. They are being brought to the atten- 
tion of the appropriate industry and related groups so that corrective 
action may be taken. The Department itself has no legal authority 
to force such action, but the public release of the facts themselves 
carries great weight in bringing about improvements. We have just 
sent to the printer a report which discusses in detail the trends in 
marketing margins for beef. 

In the present situation of weakened prices for fed cattle, we have 
received and given consideration to many recommendations for pro- 
viding assistance to the cattle industry. We have received a number 
of requests for a price-support program on cattle, but have not found 
a sound and practical method that would work; nor has any previous 
administration found such a method. Moreover, the cattle industry 
has traditionally been opposed to direct price supports or Government 
controls affecting their operations. In the present circumstance, we 
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can expect improvement in the depressed cattle market as soon as 
the unusual backlog of heavyweight cattle has moved out of feed lots 
and the supply of cattle for slaughter becomes more normal. 

The Department has taken a number of actions in recent months 
to help the cattle situation. The Department has been working 
very closely with all segments of the cattle and beef industry in 
intensive promotional efforts to stimulate consumer demand for beef 
during the current heavy supply period. The Department is co- 
operating with various trade groups, such as retailers and restaurants, 
and with newspapers, magazines, radio stations, and TV outlets in 
focusing consumer attention on the plentiful supplies of beef. Retail 
and other trade groups have greatly intensified their merchandising 
activities in order to increase consumer buying of meat. 

Beginning in December, the Department purchased 12 million 
pounds of frozen hamburger for nationwide distribution to the school- 
lunch program. This quantity is in addition to the large volume of 
beef purchased locally by the participating schools. 

At our request, the Department of Defense has accelerated its 
purchases of boneless beef from heavy cattle. We are informed that 
they are expanding purchases so as to accumulate a 90-day supply 
instead of the usual less-than-60-day supply. This program for 
accelerated purchases of beef from heavy carcasses should be especially 
beneficial during this period of large marketings of heavy beef. 

Direct action also have been taken by the Department to stimulate 
exports of beef. On February 10, for example, an agreement was 
made to sell 40 million pounds of beef, worth $10 million, to Israel 
under title I of Public Law 480. Also, during recent weeks a total 
of 20 million pounds of beef has been moving from the United States 
to Spain under an agreement worked out between the two Govern- 
ments. We anticipate that additional export sales of a substantial 
volume of beef will materialize shortly as a result of discussions now 
underway with other foreign countries. 

Through our agricultural attachés stationed abroad, prospective 
foreign purchasers are being kept informed on the availability of 
United States beef. At the same time, exporters in this country 
are being advised of beef-sales opportunities abroad as soon as they 
become apparent. 

These several actions which we have been taking are helpful in the 
present situation. However, it should be pointed out that the overall 
cattle problem remains large and complex. This has just been made 
more evident by the latest information on the size and composition 
of the Nation’s cattle herd. The annual report on livestock numbers 
as of January 1 shows this picture of our cattle inventory on farms 
and ranches: 

Last year cattlemen increased their herds again, for the seventh 
consecutive year. On January 1 there were 97.5 million head of 
cattle and calves on farms and ranches, a new record. Last year 
numbers increased 873,000 head, instead of declining as had been 
expected on the basis of the rate of slaughter. There was a record 
large calf crop of 43 million head last year. And with our present 
huge breeding herd there undoubtedly will be a large calf crop this 
year, although, of course, not necessarily a new record. 

You may recall that the low point of the present cattle numbers 
cycle was the beginning of 1949. Then there were 77 million head of 

75181—56——-2 
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cattle and calves. We now have 27 percent more cattle than at that 
time, 7 years ago. We now have about 60 percent more beef cows 
than at the beginning of 1949. It is easy to see that the problem 
that has arisen from the high level of slaughter during the past year 
is not a short-time problem that faces cattlemen. It is a problem 
that has been built up over the past several years, and one that will 
take some time to work out. Short-time remedies, even of drastic 
nature, obviously cannot provide the needed solution. The basic 
solution to the heavy production appears to lie primarily with the 
cattle industry itself. In dealing with this problem, the cattle indus- 
try will need the help and counsel of Government, the cooperation of 
the meat industry, and, of course, the backing of the consumer, who, 
in the last analysis, is the recipient of the abundant beef output. 

Despite the present difficulty which is so pronounced in the market- 
ing of heavyweight, well-finished, beef animals, the cattle industry is 
in a fundamentally strong position. There are good prospects ahead. 
While we can expect the cattle cycle to work itself down from the 
present high record, it of course will not recede to the level of 7 years 
ago. The reasons for this are quite obvious. 

During the last 7 years our population has increased very substan- 
tially and we can expect the rise to continue. In fact, looking ahead, 
we can expect an increase of about 25 million persons in the next 
decade. This would add to our present total population of around 
165 million persons, almost as many more people as are now living in 
the States of New York and Pennsylvania. 

Another important factor is the favorable trend in meat consump- 
tion: During the last year, beef consumption moved up to 81 
pounds per capita, the highest on record. It surpassed by 2 pounds 
the previous record reached in 1954. Indications now are that beef 
consumption will set another new record and reach an estimated 82 
pounds per capita for 1956. This would compare with an average 
of a little more than 54 pounds per capita during the 1935-39 period 
and an average of 64 pounds per capita during the 1947-49 period. 

Our per capita consumption of beef in this country has been in- 
creasing very substantially during the last few years and undoubtedly 
can be increased still more. This provides a sound basis for continued 
growth in the industry. While for the time being a modest adjust- 
ment is needed in the cattle industry, it obviously must be combined 
with efforts to maintain a continuing high rate of consumption in 
our growing population, 

Mr. Poage. Thank you, Mr. Butz. Are there questions of Mr. 
Butz? 

Mr. Ausert. Mr. Butz, is the situation that I was told existed 
last fall pretty well over? That is, the big losses on feeding high- 
grade beef? 

Mr. Butz. No, sir; a part of it is past, but there still is some 
liquidation of the heavy high-grade beef to take place. Normally, 
in the late summer and early fall months the price of well finished 
long-fed beef tends to rise seasonally. Last fall that rise did not 
occur, partly because of the increased marketings of hogs and partly 
because of the increased marketings of beef, too. Consequently, 
many feeders kept their steers in their feed lots longer than they 
normally would have done, waiting for the price rise. As a conse- 
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quence we are getting those steers in the market at heavier weights, 
a little older, and perhaps somewhat better finished than normally. 
There still is liquidation to take place. 

Mr. ALBert, A lot of cattlemen in my State think that depart- 
mental programs should be directed to the elimination of heifers, 
cutting down the numbers of heifers, whether it is through beef buying 
or school lunch; try to direct it into that channel, because they tell 
me too many are coming on and that is evident from your statement 
of the number of calves born last year. 

Has the Department given any consideration to those proposals 
recently? 

Mr. Butz. We had earlier anticipated that the total number of 
cattle in this country would probably turn down a little this year, 
based on the total cattle and calf slaughter last year. However, the 
total number of cattle turned up some 800,000. It is very difficult 
to encourage the liquidation of cows or heifers by a purchase program 
or subsidy. program like that. 

Mr. Ausert. That is all. 

Mr. Poacre. You quoted a good many figures in here. I did not 
hear them all but I see them all'in here. Do you think we can rely 
upon those figures very accurately? I am sure they show a general 
trend but do you think they are very accurate? 

Mr. Burz. Of course, Mr. Poage as you well know, these figures 
are in many cases based on estimates or partial enumerations like the 
total number of cattle in the country. They are the most reliable 
figures we have. 

Mr. Poacer. But figures on the livestock industry are about the 
least reliable that we have in our whole agricultural statistics, are they 
not? . You know the number of bales of cotton ginned, you are not 
going to miss that by 500 in the whole United States. You know 
that. 

Mr. Butz. I think our figures on marketings and average weights 
are quite reliable. 

Mr. Poacs. The numbers of heifers on the ranches is certainly 
very vague. 

Mr. Poags. Mr. Hill? 

Mr. Hix. If you will permit me, Mr. Chairman, I would like to 
mention the fact that we have a number of Colorado feeders and 
cattle producers here. 

Mr. Dixon. May I ask a question? 

Mr. Hiiu. I have some questions, too. Colorado is well repre- 
sented, and I would like to introduce a former college professor and 
a friend of mine from Fort Collins, Raymond Burdick, formerly head 
of the economics department of our agricultural college. 

Mr. Poaae. I knew he looked too prosperous to be a cattleman. 

Mr. Hux. Next is the president of the American National Cattle- 
men’s Association. He is former State Senator Don Collins, of 
Kit Carson, Colo. 

Mr. Poaae. He succeeded a distinguishhed Texan in that position. 

Mr. Hiut. That is a compliment to the cattle industry that he 
had the political wherewithal to follow a Texan. They used to 
run their cattle up in our area. 

The next is William D. Farr, of Greeley, Colo., with the Farr Co., 
and a farmer and cattle feeder. 
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Mr. Hall, what is your position? 

Mr. Hatu. I am Radford Hall, executive secretary of the American 
Cattlemen’s Association, Denver, Colo. 

Mr. Hixu. That is the Colorado group. Right behind Mr. Hall is 
a gentleman whom I will ask to stand up and tell us his name and 
business. We all love him. 

Mr. Montacue. I am Joe G. Montague, Forth Worth, Tex., coun- 
sel for the Texas Southwestern Cattle Raisers Association. 

Mr. Hixxy. And the next gentleman, will you please introduce your- 
self? I believe I saw someone from Montana. 

Mr. Miter. I am Jack Miller of Montana. 

Mr. Montague. Mr. Miller is first vice president of the American 
Cattlemen’s Association. 
be Mr. Hitt. Mr. Hall, do you want to introduce any more of these 
gentlemen? I don’t know, there might be some of them who are 
newspaper reporters. 

Mr. Montacue. This is all of our group. The men back there are 
not with us. 

Mr. Poace. If you gentlemen are interested in this, we would like 
to know you. 

Mr. Huw. If any of you wish to be known, please put your name 
in the record. 

I want to ask a few questions of Mr. Butz. No. 1, on page two at 
the bottom of the page, you say that on January 1 this year there was 
a record number of cattle on feed, 1 percent more than a year earlier. 
In 14 cattlefeeding States the number of cattle on feed for 3 months 
or more—there is a figure that floors me—30 percent more than 
& year ago. : 

Have your experts any reason why we should have a third more 
cattle on feed in January than we had a year ago? 

What is happening? 

Mr. Burz. I think it is partly a matter that the year before was a 
fairly good feeding year, while in the current year many steers that 
would normally have been marketed in the fall months were held over, 
waiting for the seasonal price increase that did not come. 

Mr. Hutu. I still do not think that is enough reason why the cattle 
industry has gone ahead. That is a third more cattle, and then you 
come right into the very next statement and say, “Also in these 14 
States there were 69 percent more cattle on feed that weighed over 
1,100 pounds,’’ and then you drop down in the next marketing areas 
and say that on January 1956, 184 percent more prime steers. 

In other words you raised—you not only state that you have raised 
the number of cattle a third more in the feed corral, but you follow it 
by a statement that there are 69 percent over 1,100, and then you come 

ong and say there is 184 percent more of the very top-grade steers. 
What accounts for that? 

Mr. Burz. You put your finger on the crux of our problem. Nor- 
mally at this time of year the proportion of total steers on feed that 
are prime steers is not high. A year ago the proportion of steers that 
were pris on January 1 was quite low, and this year, because of the 
fact that our seasonal price increase for choice and prime steers did not 
occur in the late fall months, there was a tendency to hold them over. 

As a consequence, we have a much higher than usual proportion 
of — steers in our feed lots and a still higher than usual proportion 
of heavy steers in our feed lots. 
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I think it only fair to point out that when we compare the situation 
this January 1 with last January 1, the proportion of heavy prime 
steers in our feed lots last January was somewhat less than normal. 
Therefore we are comparing it with a small base a year ago. 

Mr. Hin. At the same time that increase in prime steers over 
choice and lower grades is tremendous and either indicates they were 
holding their heavy steers, say the heavy steers have been caused by 
a longer feeding period because of the situation that existed in the 
market. 

Mr, Butz. That is right. 

Mr. Hit. It helps consumption of feed, I suppose, but does not 
help the market. 

Let me come back to another question, too. That is the reason 
why we introduced Mr. Burdick. We had Mr. Burdick check the 
figures and with your consent, Mr. Chairman, I would like to include 
this in the recon. 

Mr. Poagsr. Without objection it will be inserted. 

(The information referred to follows:) 


IMpoRTANT CHANGES SHOWN BY THE JANUARY 1, 1956, CaTrLe INVENTORY 


The January 1, 1956 inventory shows a reduction of 144,000 head dairy cows, 
294,000 head dairy heifers, and 46,000 head dairy calves, or a total reduction in 
all dairy cattle of 484,000 head. 

For beef cattle, a different story is shown. Beef cows increased 99,000 head, 
beef heifers decreased 221,000 head, beef calves increased 321,000, and beef 
steers 1,200,000 head, bulls decreased 42,000 head, making a net increase of all 
beef cattle 1,357,000 head. 

When the reduction in dairy cattle is subtracted from the increase in beef 
cattle, the net increase for all cattle is 873,000 head. 


United States cattle industry 




















[In thousands} 
] ] Viz 
Item Jan. 1, 1955 | Jan. 1, 1956 Change 

a i i le ct eal 23, 462 23, 318 —144 
Dairy heifers (1-2 years). .............-..---...-.------.--.-. | 5, 786 5, 492 — 204 
SRREED Be Ci cpt bbiien ni dige ciel. chcepeeriaiens 6, 113 | 6, 067 —46 
A Ge i aie ies i. Rh cies ss | 35, 361 34, 877 — 484 
pe Ee Be ri Sen ae | 25, 659° 25.758} +99 
ee Nn CN on ik ho dcin ndplecinepstceneeddunccey ere 6, 514 | 6, 293 —221 
aie a Dna te ine rai oan | 18, 785 19, 106 +321 
Sr GRE in chs WEA b se EO ak eed iki 455- | 8, 444 9, 644 +1, 200 
citi tease it neake dhe tite chet sai natin cthiabpil 1, 829 1, 787 —42 
I ca nd clinisd il Sidi griilngsishinineaiae ules dita cides 61, 231 62, 588 +1, 357 

iV nabniiids Sic iid nas, GIR 3s lied oe dalaads | 96, 592 97, 465 +873 








Mr. Hiuu. This is what he said when he went to work on what you 
collected at the Department. I will read some interesting statements. 


The January 1, 1956 inventory shows a reduction of 144,000 head dairy cows, 
294,000 head dairy heifers, and 46,000 head dairy calves, or a total reduction in 
all dairy cattle of 484,000 head. 


Let us read the next paragraph. It is on beef. 


For beef cattle a different story is shown. Beef cows increased 99,000 head, 
beef heifers decreased 221,000 head, beef calves increased 321,000, and beef steers 
1,200,000 head, bulls decreased 42,000 head, making a net increase of all beef 
cattle 1,357,000 head. 
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When the reduction in dairy cattle is subtracted from.the increase in beef 
cattle, the net increase for all cattle is 873,000 head. 

I think we should keep in mind what Mr. Butz said: That this is 
a short period in which to base anything in the future of importance, 
but it certainly does show a trend. Then the figures follow. 

Mr. Butz. May I comment briefly? You have very properly 
called attention to the fact that dairy cow numbers have decreaséd 
while beef cow numbers increased. Normally, we get about 35 
percent of our total beef tonnage from dairy origin. ‘Therefore, the 
decrease in dairy cattle would in and of itself reflect some decrease of 
beef from that source. 

Mr. Hii. The next is a different phase entirely. What are you 
doing, the Department itself, regarding this increase in the cost of 
processing these cattle and the lack of the drop in price at the consumer 
level? Are you just publicizing the increase and lack of decrease in 
price of cattle at the retailer’s end? 

Mr. Butz. We have very markedly stepped up our research in- 
vestigations in the area of marketing cost and margins from the farmer 
to the consumer. We have increased publication of those data, trying 
to give as much publicity as possible to that. We have had meetings 
with packer groups and packer representatives; the Secretary has 
met with them and discussed this situation and pointed out the 
necessity to keep their operations as efficient and as low cost as pos- 
sible and to operate in the best tradition of their large volume, low 
unit cost method of operation. 

Through the enforcement of the Packers and Stockyards Act we 
are trying vigorously to see that full competition is maintained on 
the markets and in the buying pens. Beyond that, we feel we have 
no legal authority to force cost reductions or margin reductions or 
certain levels of buying prices on the part of the packers and others 
who buy livestock. 

Mr. Hruu. Let me ask another question. 

Mr. Dixon. Before you leave that, may I ask another question? 
Our people tell me that the chain stores and packers are engaged 
both in processing and in the feeding. 

Mr. Butz. In some Western States that is particularly true. 

Mr. Drxon. And they could use their own cattle as a means to 
almost ruin the market for our other people. In other words, they 
could manipulate the markets through putting their own cattle on 
the favenable markets and beating the markets down for other cattle. 

I did get word from Safeway—they wired us while we were having 
a conference—that they had sold out two of their packing and feeding 
plants and were going clear out of that business. 

Mr. Butz. That is in California, I believe they sold out. 

Mr. Dixon. Some in Idaho. What is there to that; that they 
might manipulate the markets that way? 

Mr. Burz. It is very difficult to demonstrate manipulation. I 
think what you mean is that they have their own cattle in feed lots and 
on those days the cattle price tends to go up, that is when they move 
their own cattle to market. I hesitate to use the word ‘“manipu- 
lation.”” They are maintaining a reserve supply for their use. 

Mr. Drxon. I am not accusing them but our growers seem to think 
that they can prove it. 
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Mr. Burz. We hear a great deal about that and are taking a look 
at the situation to see if there have been any unfair market practices 
involved. 

Mr. Hix. Of course, on that I would like to say to Mr. Dixon that 
in our own county the chain stores did have a big feeders lot under 
contract but if you look far into that you will discover that—TI do not 
think there is any way for anybody to pay, that is what they had to 
buy, too, they had to buy their feeders, I do not think anyone can pay 
within a dollar or a dollar and a half of a steer for feeders and so they 
have to work on that same margin as any other commercial feeder. 
So how can they make any more money unless they make it on the 
actual volume than anyone else? 

Mr. Jonnson. They retail their own beef. 

Mr. Hitu. Do you buy eggs from this fellow that delivers them in 
this building? 

Mr. Jonnson. No. 

Mr. Hr. I do not, either, but a lot of Congressmen do and I will 
bet you the fellow who delivers those eggs does not get closer to a 
poultry farm than from here to New York. If you want to go into 
the retail business of meats you start any time you please. 

Mr. Jounnson. I was not arguing with you. It is just an observa- 
tion. 

Mr. Hiuu. If the chain store can feed cattle cheaper than anybody 
else we had better let the chain stores go ahead but I say to you they 
are not doing it because in our own county they closed out their feed- 
ing operation contract with a big feeder. 

Mr. Dixon. Are you not glad of that? 

Mr. Hiuu. Yes. I would like to see all farmers feed their stuff and 
finish them themselves rather than sell them to a commercial feeder, 
but you could not do that. That is like saying you would like to have 
the cattle business in Texas carry right through and produce a finished 
Prime steer. We just do not operate that way, but if they can feed 
cheaper than anyone else, 1 am for it and so are you; but they cannot 
do it and that is why they are going to quit. 

Mr. Butz. Mr. Hill, our best evidence indicates that the chain- 
store feeders themselves lost money last year, and perhaps that is 
why they are getting out of the business. 

Mr. Hin. That is good enough for them because they are in a 
business they thought they knew a lot about, but they will wind up 
much more lacking in knowledge than a farmer who knew how to 
feed. The cheapest fed cattle that can possibly be fed and put on 
the market is the small feeder. He can compete with anybody in 
the world if he grows his own crop and grows correctly and your 
figures will demonstrate it. 

I am not protecting the chain store. They need none from me. 
They will go out of business whenever they do not make a profit. 

What are you doing in the imports of meat? I know this. The 
record always bothers me when I look at imports of any kind of 
smoked ham or any kind of meat whatsoever. That may be out of 
your department, but why should we let a pound of meat of any 
kind be imported into this country unless it is simply a trade or 
barter on critical material that we have to have from that nation? 

Mr. Butz. There are some meats being imported, the most con- 
spicuous thing being canned ham from some European countries. 
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Mr. Hogven. Is it not true we are importing more of that canned 
ham right now than ever before? 

Mr. Butz. Last year we imported more than ever before. I am 
not sure about the current rate. 

Mr. Horven. What is the reason? 

Mr. Burz. The total amount of that is, I think, something less 
than—it is about 1.75 percent of our total pork. In the main, with 
the exception of Poland, that comes from countries where we have 
been able to persuade them to set aside most of the dollars they got 
by shipping canned hams to us to buy less desirable meat products 
from us; lard, for instance. 

You asked what is the reason for it. I think the reason is not price 
competition because these foreign hams sell in our retail stores for 10 
to 15 cents a pound more than domestic canned hams. The primary 
reason is they are, first, a leaner-type ham, and therefore a somewhat 
more desirable product for our consumers here. The second reason is 
they use their labor abroad more lavishly in trimming the ham 
carefully and packing it carefully. I am told you tend to get a some- 
what more attractive package than we do here where our labor costs 
make it so difficult to put that much labor in our product. 

Mr. Honven. You pointed out that the foreign product demands a 
higher price? 

Mr. Butz. Yes. 

Mr. Horven. I get a lot of complaints from my farmers about the 
importation of ham and other products. Is the sale of this ham 
depressing the American market? 

Mr. Burz. Just in and of itself I presume you would say it is, except 
we export a good deal more meat than we import. 

Mr. Jounson. To those same countries? 

Mr. Burz. With the exception of Poland. We do not put our meats 
directly into Poland. But in the European market we do, and it is a 
multilateral trade arrangement. In some of the Low Countries we 
put more of our lard and fat products in than we take ham out. We 
take out a small quantity of higher priced items, and send in lower 
priced items. 

Mr. Hoeven. I would like to have Mr. Butz provide for the record 
the latest up-to-date statistics on the importation of all meat products 
from foreign countries. 

Mr. Burz. All meat products? 

Mr. Hoeven. Yes. — 

Mr. Butz. We will do that. 

Mr. Horven. Please list the respective countries so we may have 
a complete breakdown. 

Mr. Butz. We will do that. 

Mr. Hitu. While you are doing it be sure you get in there, as Mr. 
Albert brought out, it is important that we know what we are getting 
for this meat that comes in. If we are getting something, if we have 

t terrific surpluses we have not the objection that we have if we are 
Criaaene in something to get them to buy more material that we have 
no need of in the first place. 

Mr. Butz. We are pushing the export of lard and tallow and those 
an that are a drag on our market. The net exchange is in our 
avor. 





LIVESTOCK INDUSTRY 13 


Mr. Hix. You are handicapped because of other departments in 
the Federal Government. You have very little to say on some of 
these deals made in the importation of products; is that correct? 

Mr. Butz. Yes, we are consulted in most cases. 

Mr. Hiuu. You are consulted. 

Mr. Dixon. Would the gentleman yield? 

Mr. Hi. Yes. 

Mr. Drxon. It is sometimes fitting to ask a question while we are 
on one particular subject. Mexican imports are about 250,000 head 
of cattle. They are light feeders. I heard from the representatives 
of the packers, however, that the Mexican Government is frowning 
on exports out of Mexico because their packers have not enough vol- 
ume to operate economically. 

What is there to that; that the imports from Mexico might be 


“ g up? 
r. Butz. I am not familiar with that. Do you know about that, 
Mr. Breimyer? 

Mr. Breimyer. I do not believe we have much information. For 
some time the border was closed and after it was reopened it was 
thought that there was some backlog that did come in. It is possible 
that after those came in the supply thereafter would be not quite so 
large. We do not have too much information on the potential. 

Mr. Drxon. Could that be supplied for the record, also? 

Mr. Burz. We will get everything available on that from our 
Foreign icultural Service iad insert it at this point. 

(The information referred to follows:) 


United States imports by country of origin for specified countries, annual 1953-54 
and January—November 1955 (product weight basis) 


(Thousand pounds] 








J 
1953 1954 Novem 
1955 
Sn: ITE ew sulbubeaapesboae 160, 099 125, 692 111, 601 
TT  uaseanlibesenah dill 17, 495 7, 693 7,040 
i itn Rericindinhinanaengeda actwniadh 24, 953 18, 104 9, 098 
TREE DROID Giro - oo din nando =~ Sales --2-< nit 4, 534 659 1, 611 
PS a Rss Rein nn nae dihswosdabiiese-sdahh~osek teh 5, 632 809 
Pa hicinntte dtd ne cakdincactaviinahsSonpicepoos nips 87, 455 64, 491 82, 472 
SRE ARREST Rr ah aa 73 1, 106 3, 959 
U ictal 16, 862 24, 340 1, 298 
Bi 5nd pate Rinchab seacnae sit 322 1, 802 2, 026 
es otk Blas. nS dae Bn. 3s Aer n--b iy 2, 419 1, 121 2, 343 
nitadebanes 354 945 
le tae wa daeecolege 146,026 | 170,327 150, 456 
Canada....... 65, 083 66, 923 59, 965 
I secular nsesales aes actaenrenaeaetnwiemmmidiadinieaall 12 068 is $08 iz 4 
Riess so acacalmnige ia thguninduidactiktndiminnernamasiiin tmeeiwn 1 15, 12,1 
SE iciicntacotac cnn dhiiescancihicadomihhh<n. ancy 36, 707 42, 343 30, 302 
IE eS aN ates eS tran con coy aks eRecCaNenensecoqwe 13, 409 20, 305 23, 331 
I ir aedb be on okt tan obiheqoclinichpescoursae 2, 186 2, 054 2, 610 


Source: Livestock and Meat Products Division, FAS. 
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United States exports, calendar years 1953 and 1954, and January—November 1955 


(Thousand pounds] 














1 Negative. 





































































































































































































Beef and veal Pork Offal 
| | 
| | j | | 
Continent and country | — | yoo a 
1953 1954 |Novem-| 1953 1954 -Novem-|} 1953 1954 |Novem- 
ber ber ber 
1955 1955 1955 
North America, total-_-_-__- 13, 538 | 15,051 | 16,405 | 32,612 | 26,353 | 33,841 | 4,556 | 5,663 __8,063 
RG ~ cdce. os we | 11,712 | 12,187 | 12, 387 102 97 46 | 4,258) 4,618 5, 085 
Rie. hE 213 99 293 | 1,986 1,311 | 2,168 128 797 2, 444 
British Honduras... ---_- 62 79 65 196 20 9 lene olin an tnise tian 
Republic of Panama --- 90 85 27 | 1,013 1,040 721 25 22 33 
Canal Zone----_.......-- 159 120 114 | 2,316] 1,478 | 2,106 66 134 235 
SEI sin bal os on 135 209 315 511 426 8 a Mee 
pee ee 558 617 703 914 872 559 5 13 2 
Cuba_ shod imnins de 63 96 201 | 22,387 | 19,576 | 26,650 |......-- 23 2 
Rcd. nnthhe doe 63 796 1,074 856 17 10 2 6 ll 
Dominican Republics... 27 16 7 409 98 El ARIES Thine" wala 1 
Netherlands Antilles___. 317 290 155 | 1,286 716 | - 666 61 31 32 
I iki nck cealieenacce 139 457 1, 064 764 617 394 8 218 
1 ————_—_—S. | _  E—E————S_|_ S| SSS 
South America, total_.......| 2,292 | 2,512 | 2,734] 2,201 | 2,449 
Colombia... .........--- 57 321 802 69 501 
Venezuela... ........--- 646 564 2038} 1,772) 1,774 
British Guiana_.__._-__- 714 593 541 215 67 
Surinam... ...:.-...-. 349} 1,021 | 1,086 73 g8 
SN ae -2 2 Ped 27 4 
Poa se 2 re 16 12 1 36 7 
Ceeene fe Pa les Lead DE dain Suniel ees 1 4 
ER Raa MT 5 cles 7 9 3 1 
Other... ........ DL ASE IE ok oe $3 hss. aa 3 
Europe, total.__........-...| 21,982 | 13,604 | 13,547 | 43,825 | 22,988 | 21,344 | 24, 435 
en } 223 297 275 416 | 1,097 
I inthis men nce yes cichataok tek eae 6 7 
United Kingdom. _--_._- | 15| 5,720| 6,473 73 39 
Netherlands_ -_________- 124 112 6,914 | 9, 243 
eee... BoE 20 34 19 66 119 
Si i ii iain 23 33 
West Germany .___.__- 3,507 | 2, 576 60 | 35,667 | 11,905 
Switzerland........___- eg ee oe ll 144 497 
I nies wih: snnetina date UT Tide Min as iia tacit ol tain ya eles tomas teat RngaMigen 
Italy ._._-- 3 eae Sa OU isa tIt ddan’ 
I iin isd RS SRE RRR IN pai oS FERS a RR RES 
Yugoslavia -- -- onc Sohetinne -nkalewnne on GOD Fon cen dfocaewesaletn «suited 
Ree Ss. a | 14,419 | 4,943 | 6,493 |_.--___. 1 
Re ce ues 12 SE tan ania 47 
BD COB oc shinitekicccccoge 949 2, 429 | 2, 724 603 880 
ee es ee 258 30 | : 
Se ee ns as | 79 7 8 
ERE PR 27 66 13 
Saudi Arabia___......_. 87 51 45 40 12 
co Rien te HS 7 1 DP bsccsciind 5 
6 O diacccacd 17 4 
British Malaya... ...._. 5 S lesctia 36 97 
Indonesia___............ 12 2 3 Obicccnwew 
RE SS 66 | 35 48 Ot 19 
Republie of the Philip- 
SETA ~ ceencthamnens one 374 | 2,151 | 2,487 386 643 
Puen! 5 15 25 5 10 
Nansei and Nanpo 
ee ee | 49 Rleciiccce 40 
Reeee .§ Sooe. 3s oe se 18 DP ictsseene 31 
———== | 
Africa, total... -..---.- 176 | 106 i| 149 194 
French Morocco .__.-..- 2 26 | 9 | 5 49 
RIA uns nink aed ae 167 80 91 | 112 115 
Sle. neacas amen enaee Tie come tt 32 30 
Oceania, total._............. 31 | 32 79 18 29 
French Pacific Islands. 3 2 (@) 2 q 
United States Trust 
Tertiteties..... -iii..cas 28 | 30 | 79 16 | 20 
Other countries not speci- | 
gic oss nce eee Sa ease Rae el | 1,8m |.....--.|..------] 2, 084 
OG. vindccbeacsead 38, 918 | 33, 824 | 36,921 | 79,408 | 52,893 | 59,965 | 29,029 | 45,923 | 61,390 


Source: Livestock and Meat Products Division, FAS. 
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CaTrLE AND Beer SITuaTION IN Mpxico 


Late reports from Mexico confirm earlier expectations of a small movement of 
Mexican cattle to the United States during the current season. Demand for beef 
is strong in Mexico, ranges are in good condition and the low prices for feeder 
cattle in the United States are all tending to restrict the movement, 

The first 800 head of steers of the winter export season from the State of Sonora 
crossed into the United States at Naco on October 6. Yearlings and 2-vear-olds 
brought from 16 to 18% United States cents per pound, free alongside ship, point 
of entry in November, and were down to 16 cents per pound by the end of Decem- 
ber. Bulls brought 10 cents a pound. During the last quarter of 1955 some 7,000 
head of feeder steers from Sonora crossed into the United States. 

On November 9, 1955, Law No. 2 of the Congress of the State of Sonora, 
amending No. 99, enacted October 4, 1948, became effective. Under the new 
law, cattle ranchers must set aside for local use 15 percent of the cattle ready for 
export to the United States, to guarantee sufficient meat for domestic consump- 
tion. Packers are forbidden to pay ranchers more than the equivalent of 8.5 
cents per pound liveweight and must sell at fixed prices to the genera! public. 

The official retail price is 18.2 cents per pound for second-class cuts such as 
briskets, shank, liver, and neck. The better cuts, such as the loins, are pegged 
officially, at 25.4 cents per pound. However, a blackmarket has developed where 

rices range from 22.7 cents a pound for the cheapest to 80 cents a pound for the 

t cuts. 

About 1.5 million pounds of frozen beef were exported from the meat-packing 
plant at Guaymas to Chile, during the week ended November 12. 

The Sonora Cattlemen’s Association’s program to import a sizable number of 
breeding cattle from the United States apparently is almost dormant, one of the 
principal reasons being that the cattlemen’s association is not in a position to 
guarantee payment on loans for a substantial number of cattle. rospective 
borrowers have been discouraged from making loans because of the large amounts 
of collateral which must be pledged against them through the association. A 
bank in Phoenix, Ariz., has offered $1 million for loan capital but it seems doubtful 
that loans of any substantial amount will actually be made. 


United States imports of beef and cattle from Mexico, 1945-55 
(Thousand pounds] 


| 
Beef, fresh | Veal, fresh | Canned |Pickledand| Bonel 
| orfrozen | or frozen beef | cured beef| bee 


} 
“ig | Total beef 
| 


SE ORD bacscienis sont 


53 | 7,2 





! Meatimports from certain plants in Mexico were allowed under special conditions for use by the United 
States military forces. 

2 Less than 500. pounds. 

3 Cattle entered the United States in December 1946 but were not entered in the customs office 
-books before the wing January, after the customs office closed their books for December. 

‘4 Includes estimated amounts erroneously classified as other canned meats or preserved or prepared meat, 


Source: Livestock and Meat Products Division, FAS. 


Mr. Hitt. One more question and I will be through. 

Is there any way for you to put in a table showing not only 1955 
but go back say since the war, 1951 or back to 1945, and give in a short 
table where these treme.dous increases in beef cattle have come, what 
area? It really shows there are certain sections of this country that 
just, in my book, are going through a revolution in where the cattle 
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are produced. Even in the great State of Texas, the very heart of 
the cattle business is giving up to 3 or 4 other States their title to the 
meat basket, shall we call it, of the cattle industry. 

Mr. Burz. You infer that Texas is being challenged? 

Mr. Hitt. Ithinkso. If you give me 3 or 4 States I will percentage- 
wise show you if your figures are correct that I saw that they are on 
their way out in their dominating the production of beef cattle. 

Mr. Butz. We shall be happy to supply that. 

(The information referred to follows:) 


Number of all cattle and calves, and of beef and milk cows, on farms Jan, 1, by States 
and regions, 1949 and 1956 

















Cows 
BEE CAR Gee Rr eal llth cinptehtin 
For beef 
State and type of farming 
region PR 
1949 | 1956 = 

(1,000 | (1,000 | Centage 
) | head) | 1949-56 
0D NE he RE I EN. 5 y 38U 
New Hampshire.._......... 1 3 200 
I iis nds nhhinatitgittadh 2 3 50 
Massachusetts... 2 2 0 
Rhode imand..............{ “MY”: By eo" a) PP Seb RA Awe 0 
Conncticut 1 2 100 
New York........-.....-.-. 14 35 1580 
TT CORNOT.wuinmnobbeianssnte 1 5 400 
Pennsylvania............... 28 82 193 
North Atlantic ....._. 54 141 161 
sinc nccankomnndgans 42 94 124 
IL « «52. seumeceianliin 20 99 395 
isnt ccnsoncnisbcets 160 303 89 
Ss ecoue ccdicea 222 496 "123 
SSS _E_——SSs | 
WE ethic adudis-oced ed 93 149 
eli iin p a eetecs tena 171 369 116 
nabhipalitinaawitcwsennnies 325 616 90 

Pl thdineteree-ccnkehell 571 990 
pebibeie a Boe Saymne 550 | 1,034 85 
Central Corn Belt-__- 1,719 | 3,241 89 




















North Dakota. ............. —4 319 642 101 
South Dakota $k 5 —12 738 | 1,320 79 
Nebraska............-.----- —12| 1,023} 1,476 44 
OND nce ite cede ete —15 866 | 1,318 52 
Northern Plains. . -.-- 2,046; 4,756 61 
SOR ee cn Oe 21. : 
IE io iihindiniletdiblce ts ane 17 57 235 
sean oa an aa alee 144 349 142 
West Virginia______________ 76 134 16 
North Carolina............. 45 190 322 
I oa 31 104 
Cee 2 ees 162 351 117 
Appalachian. ......... 613 | 1,429 133 
South Carolina... .......-.- a 334 
a5 = Bl al. 3 
Bee. cus cere 658 
Southeastern...._____- 980 | 2,164 121 
EN in ncnssitebetiles 322 839 161 
PIE, on ereee ae 183 408 72 
Louisiana................... 446 865 
Datel oc he oy 961 | 2,202 | 132 
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Number of all cattle and calves, and of beef and milk cows, on farms Jan. 1, by States 
and regions, 1949 and 1956—Continued 





All cattle and calves | 


For beef 
State and type of farming 
region 





Per- Per- 
1949 | 1956 

=. a “> = =e 

1949-56 | hea ead) | 1949-56 


| 712] 1,302 
3,257 | 3,950 


3,969 | 5,252 








1, 107 
2,736 | 3, 86: | 927 


4,711 | 6,587} 39) 1,371 | 1,441 
| 76, 830 | 97, 465 | 97 | 23, 862 | 23, 318 























Source: Agricultural Marketing Service. 


Mr. Butz. I think what you are saying is the big percentage in- 
crease occurred in the Southeast. 

Mr. Hiuu.. 1 hope those folks going into cattle are not going out 
of cotton. Thank you very much. I think you have made us a 
very excellent analysis and if the chairman will give me permission 
I would like to put Mr. Butz’ statement to us this morning in the 
Congressional Record. 

r. Poace. You will have to get permission on the floor. 

Mr. Hit. If Mr. Butz does not object, I think I should. 

Mr. Burz. No objection. 

Mr. Poage. Mr. Johnson? 

Mr. Jounson. Page 6: ‘‘Beginning in December, the Department 
purchased 12 million pounds of frozen hamburger for nationwide 
distribution to the school-lunch -program’”’, What type of meat is 
used mainly for hamburger? 

Mr. Butz. Mostly cow beef, Commercial grade beef. 

Mr. Jonnson. Cutters and Canners? 

Mr. Lennartson. It did not go that low. Commercial grades or 
better. Primarily it is Commercial grade cattle. 

Mr. Jounson. I wish I had brought the legislation along with 
me. I think I have on my desk two proposed bills by Congressman 
Marshall of Minnesota—— 

Mr. Poaace. I have them. 

Mr. Jounson. I think he has one bill, there may be others intro- 
duced but I think his legislation proposes to pay a subsidy on the 
marketing of beef, I think, under certain weights. 

Mr. Butz. Yes. Under 950 pounds. 
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Mr. Jounson. Has the Department given any thought to that type 
of legislation? 

Mr. Burz. This general type of proposal has been before the De- 
partment on frequent occasions, not only for cattle but hogs as well. 
Part of the trouble in hogs has been the price discount for overfat 
hogs. 

We have considered it a great deal. When you start doing that you 
tend to encourage producers to build up numbers rather than cut 
down numbers, even for the lighter weights. 

Mr. Jonnson. I think the theory behind it is that, especially with 
hogs, that if you market hogs at 200 pounds or keep them until they 
weigh 300 pounds you would only have about half the pork or two- 
thirds of the pork you would have the other way. 

Mr. Burz. If, in the case of hogs, we can move in the direction of 
buying hogs on a quality basis, there will be a sufficient price premium 
paid for the medium-weight hogs that farmers will be encouraged to 
produce and market at that weight. 

Mr. Jounson. Back in my farming experience, about 10 or 15 years 
ago, they started wanting the bacon-type hogs. The packers hollered 
for it and yet the farmer does not get enough more for them to pay 
for it. 

Mr. Butz. There is no incentive under our past marketing system. 

Mr. Simpson. Will the gentleman yield? 

Mr. Jounson. Yes. 

Mr. Simpson. My hog raisers in Illinois tell me when they have 
250-pound hogs they want 200; when they have 200, they want 180. 

Mr. Drxon. What does this bill propose? To encourage the 
slaughter of lighter weights? 

Mr. Butz. What the bill proposes in essence is a direct subsidy 
payment by the Government to producers to encourage marketing 
of cattle for slaughter at weights of 950 pounds and less. 

Mr. Drxon. That is not 950 dressed? 

Mr. Butz. Live weight. It proposes payment at a level not less 
than $1 or more than $3 per hundredweight, as the Secretary may 
determine necessary to carry out the purposes of the act. 

Mr. Poace. Will you yield to the gentleman from Illinois? 

Mr. Jounson. Yes. 

Mr. Stimpson. The bill reported by the Senate takes into no con- 
sideration whatsoever on a cash subsidy for the difference between 
$12 hogs and $18 to $20 hogs. It takes no consideration of cash 
subsidy on cattle. The only possible mention in the Senate bill of 
livestock is the $250 million that is placed in the bill of which there 
is no limitation like there is on the 25 percent to be spent on any one 
product, school-lunch program, or support. Is that correct? 

Mr. Burz. That is my understanding. 

Mr. Hoeven. Aside from the purchases of hamburger you are 
making for the school-lunch program at the present time, is the 
Department engaged in any other beef-buying program? 

Mr. Burz. None directly, sir. We did promulgate the sale of some 
40 million pounds of beef to Israel which will start moving shortly. 
Under an ICA program we have 20 million pounds moving to Spain. 

Mr. Hoeven. Why is not the Department buying beef for the 
school-lunch program, welfare agencies, and so forth? 
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Mr. Butz. Primarily because if you buy a product like beef for the 
school-lunch program, you almost have to have a sterile product with 
a shelf life. Two years ago, we bought some $80 million worth 
of canned beef and gravy that was primarily from the Commercial 
grades. At the present time, the main problem is with Prime and 
Choice grade classification which really does not make good canned 
beef and gravy. Following the purchase of hamburger we engaged in 
a rather substantial pork-purchase program. We have enough to 
provide pork in the school-lunch program approximately 3 days a 
week and enough hamburger for 1 day a week. Thus we have about 
met the requirements for the school-lunch program. 

Mr. Hoeven. Is there any requirement covering beef purchases on 
the part of the armed services, referring especially to the higher 
priced cuts? 

Mr. Butz. They now carry a 90-day supply instead of the usual 
less than 60 days. I think their consumption is on a fairly fixed level, 
but they have stepped up buying to buy in the low-priced period. 

Mr. Hoeven. I understand they are now buying to a 90-day supply 
when heretofore it was 60 days. Is that prevalent in all branches of 
the armed services? 

Mr. Butz. It is my understanding it is; the entire defense organ- 
ization. 

Mr. Hoeven. It is your contention that you cannot buy any beef 
for the school-lunch program except lower cuts of beef. 

Mr. Butz. Yes; we could—you say we cannot buy anything. I 
think we have authority to buy anything we desire to buy. 

The hamburger we purchased was under the so-called section 6 
school-lunch appropriation. The pork we are buying is under sec- 
tion 32, which is under a different authority. That, then, becomes 
available for distribution to the school lunches or needy persons or to 
institutions. Of course, we could buy beef under section 32, as we 
have that authority. 

Mr. Horven. Why are you not buying it? 

Mr. Butz. Primarily because of the question of the kind of beef 
that we would normally buy under section 32 for the kind of outlets 
we have. It would almost have to be canned beef and gravy. At 
the moment cow beef is not particularly in trouble. The next few 
months, as the grass season comes on, that kind of beef will be at its 
seasonal high price. The kind of beef in trouble is not the kind the 
canners put in canned beef and gravy. It is really a hotel, dining 
car, high-class retail type of product. 

Mr. Horven. Then it only applies to Good and Choice? 

Mr. Butz. I think that is right. It would be wasteful to put this 
grade of beef into canned beef. 

Mr. Hoeven. Canned beef and gravy are very popular with young- 
sters and I feel that if there is any possible way of channeling any of it 
into the school-lunch program it should be done at this time. 

Mr. Butz. I would like to point out that we are encouraging the 
schools, through our school-lunch program, to buy as much of this 
beef locally as possible for serving as fresh beef. It constitutes a 
very good buy. 

Mr. Hoeven. You refer to sale of certain beef to Israel. What 
grade of beef are you selling? 
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Mr. Burz. The specifications. are just being worked out now. I 
presume they would normally buy a large proportion of Commercial 
beef. We are urging them to include some Good and Choice beef in 
their purchases, primarily because it now constitutes a very good buy. 
These Choice heavy carcasses on the wholesale market are within 2 or 
3 cents of the price of Commercial carcasses, for example. 

Mr. Horven. You have only made the preliminary arrangements; 
you heave not gotten to the breakdown as to the grades of beef Israel 
will receive? 

Mr. Butz. That is right. We authorized them to purchase $10 
million worth of beef in this country; the purchase authorizations have 
been issued. They write their specifications and take bids on the 
kind of beef they want, At that point all we can do is encourage them 
as much as we can to include some of the higher grade, heavier 
carcasses. 

Mr. Horven. Where is that money coming from? 

Mr. Burz. That money is from the Agricultural Trade Develop- 
ment and Assistance Act, Public Law 480, title I. The sale is being 
made for Israeli pounds. 

Mr. Horven. Just one other question. On page 6 of your state- 
ment, you say, ‘‘In the present circumstance, we can expect improve- 
ment in the depressed cattle market as soon as the unusual backlog 
of heavyweight cattle has moved out of feed lots and the supply of 
cattle for slaughter becomes more normal.’”’ When do you expect 
that to take place? 

Mr. Butz. It is a very difficult and dangerous thing to predict. 

Mr. Hoeven. You afford me some hope. 

Mr. Burz. I will give you an opinion for whatever it is worth. The 
cattlemen from Colorado back of me might view the same set of 
figures and arrive at a different conclusion. 

This oversupply of heavy, well-finished beef we have is moving to 
market. That is what, of course, depresses the price now. The 
feeders have held these animals, but sooner or later they have to move 
to market. There is a time past which you cannot hold them. When 
this liquidation has aed: we anticipate this depressed-price situa- 
tion in heavy stuff will be prett aan We think that should 
occur in the next 6 to 8 weeks. That is my personal opinion. 

Mr. Hix, Would you yield? 

Mr. Horven. Yes; I yield the floor. 

Mr. Burz. If I may speak further, I should think next fall that 
there would be a reluctance on the part of some feeders who lost money 
feeding this type of cattle this year to enter into feeding this type of 
cattle again, so that next fall and winter this kind of cattle may be in 
pretty good position. 

If you look back on the history of feeding operations there is a 
tendency that one year the feeding of this type of cattle is bad and 
next year fewer people go into it, with the result that the market is 
not oversupplied and the price situation is fairly good. 

Mr. Hii. Mr. Butz, I hope that everyone daa listened carefully 


to those figures we put in on the increase in cattle, Where was it? 

It was on “he’’ stuff, not on heifer stuff. As I look forward, I would 

not want to tip my hand to these cattle growers here that certainly 
ou are not going to increase any cattle out of an increase of 1,300,000 
ead of steers. , 

Is that correct? 


hat is what it was. The “she’’ stuff had gone down. 
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Looking out into the future, if they keep that rate up, we are going 
to be balancing our cattle up in pretty good shape as we always have 
in the past; a couple or 3 bad years dust we are all balanced up arain 
for the next 7 to 10 to follow. 

Mr. Burz. I think you areright. The size of a calf crop we get’from 
a herd of steers is not large. 

Mr. Hit. They cannot be over 40 to 60 percent either way. 

Mr. Butz. I would like to emphasize that this is the cattle cycle 
operating, as you just pointed out; the cattle cycle is normally about 
14 to 15 years long and we are now, we think, near the crest of the 
numbers phase of the cattle cycle. 

On the other hand I think we should never anticipate that the 
downward phase of the cattle cycle will reduce cattle numbers to 
where they were 7 years ago. e would not want that. Our coun- 
try has grown. e must continue to have a high cattle population 
though somewhat lower than present levels for the next few years. 

Mr. Hix. That is all. 

Mr. Poace. Mr. Matthews? 

Mr. Marrnews. I have been interested in-use of section 32 funds. 
This is just my second year on the Committee on Agriculture. I 
recognize some of my question might have already been answered. 
But as I understand, when we use these section 32 funds we go to some 
big packer and buy so much of the finished product. Let us take in 
the case of hogs we buy so much lard or hog products. And my 
farmers tell me so often that does not reflect in any direct help to them. 

I was wondering if you had any ideas as to how we might change 
that law or liberalize it so that it would produce a more spontaneous 
effect to the producers? I am thinking particularly of hogs. 

In my own section of Florida we have 2 or 3 counties of which the 
economy is almost entirely dependent upon hogs. So my question is: 
Is there any observation you can make to me about how we might 
change that law to help the producer? 

Mr. Butz. This is not a question of the wording of the law because 
the Secretary has very broad discretionary authority under the law 
to make most any kind of purchase he wants under section 32. The 
problem is really one of a practical nature. We hear many of the 
same kind of complaints you have just registered, that the Depart- 
ment is buying canned pork and gravy or canned luncheon meat, or 
canned hams or even fresh frozen shoulders and hams, and that we 
buy them from the packers and consequently the full amount of money 
spent is not reflected back to the farmers. That is quite true. 

On the other hand, the difficulty of making a purchase so that the 
full amount is reflected directly to the producer is a practical problem. 
We have no facilities for handling live hogs or live cattle or for 
slaughtering. Even if we were to purchase the live hog or the live 
steer and hire it slaughtered, we have no facilities for disposing of the 
multitude of products that comes out of the carcass. 

From a practical point of view we are almost forced to buy a prod- 
uct that is in usable consumer form and which has a pretty good shelf 
life, in the case of a product we are buying like pork and gravy in ex- 
cess of our current needs. 

Mr. Marruews. Would it be possible to insist that the company 
from which you buy the products buy in turn a certain amount of the 
hogs, let us say, and pay a certain price for them? Would that have 
any practical approach? 
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Mr. Burz. It would be very difficult, I think, to enforce that, chiefly 
because of the byproducts that come out of the carcass for which we 
have no use. It is very difficult, indeed, to trace the price we pay 
for, let us say canned hams, and make svre that is reflected fully to the 
producer because the byproducts come out of the same carcass. 

Mr. Jounson. It seems to me the legislation proposed by Congress- 
man Marshall recognizes that trouble that the Department would have 
and provides for the Department payi z so much to the particular 
farmer to make up for what he loses by selling. It gets the Depart- 
ment away from all those details. 

Mr. Burz. I understood Congressman Marshall’s proposal was pri- 
marily to encourage marketing of lighter-weight animals so as to 
avoid the current situation we are in. 

Mr. Jounson. Yes. Do you not think it might help? 

Mr. Burz. I personally do not think it would. I think that type 
of thing would encourage still further additions to the breeding herd. 

Mr. Jounson. You also note he provides that only $1,200, I believe 
in the case of hogs can be paid to one particular farmer. I do not 
know how much it provides in beef—-$1,500 in the case of beef. They 
could not get into too much. 

Mr. Butz. A limit of $1,500 payment at the rate of, let us say $2 
per hundredweight, would include the great bulk of our cattle feeders. 
There are relatively few who exceed that. 

Mr. Jounson. They could not increase their production too much 
and get into big operations or else they would be out of the program. 

Mr. Burz. In the main it is the little and medium-sized boys who 
increase by 15 percent that caused the increased numbers. 

Mr. Marruews. Here is my other observation. I do not know 
whether you can help me with this, but I have 2 or 3 farmers who have 
opened up these little packing places and they say they just cannot 
make a go of it because they have to pay so much for inspection fees. 
They say in the State of Florida they have to pay an inspection fee 
and then the Federal Government makes them pay an inspection fee 
and they wanted me to get a bill passed to eliminate some of those fees. 

Could you give me any ideas as to any way we might help these 
little fellows with that particular problem? 

Mr. Butz. Can I have Mr. Lennartson comment on that? He is in 
charge of the Grading Service. 

Mr. Lennartson. You mention that the State requires an inspec- 
tion fee. That, of course, is beyond our responsibility. Our inspec- 
tion and grading programs are voluntary and not supported by 
appropriated funds. We must collect fees insofar as practicable to 
cover the full cost of the service. 

Frankly, the only way those fees could be eliminated, would be for 
be for Congress to make appropriations for inspection and grading 
SAS TAPS provided by the Department rather than have them on a fee 
Dasis. 

It presents quite a problem to the small processor. We live with 
it from day to day and it is difficult to cope with. 

Mr. Marrnuews. Of course, I am in sympathy with the idea of 
inspecting. I do not mean we should curtail our standards. I 
wondered if the State and Federal Government could approach it 
on a working-agreement basis. As IJ say, their complaint is they pay 
the fee to the State and also the Federal Government and it looks to 
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them. like a duplication of service. They are willing to submit to 
inspection but they wonder if there is a way to combine them. 

Mr. Lennartson. We have Federal- State arrangements where we, 
in most: cases, combine the services. You have a fee for inspection 
for sanitation on the part of the State. We make no charge for that. 
Our charge comes in on the grading function, when the processor 
calls upon our grader to grade his meat officially and for that we must 
charge a fee in order to make the service self supporting. It presents 
a pretty serious cost problem to the small processor who has a small 
volume: 

Mr. Martruews. Your feeling would be that the only way we could 
correct that would be a direct appropriation? 

Mr, LenNartson. | am not proposing it, but that is the only 
practical approach. 

Mr. Marruews. Could you give me an idea as to how big such an 
appropriation might be? 

Mr. Lennartson. I think our meat-grading trust fund operation 
runs in the neighborhood of some 5 to 6 million dollars a year for the 
Nation as a whole. 

Mr, Marruews. It would not be such an enormous amount when 
we take into consideration the whole program. I was wondering if 
I might study it further and try to make a practical approach to it 
on the basis. 

Mr. Lennartson. We are attempting so far as possible to keep 
those fees low. For instance, with a group of small processors who 
merely want probably 1-day-a- week service, we tend to combine 
them and have a circuit grader going around to make it as efficient 
as possible, but it still presents quite a problem. 

Mr. Poacr. Mr. Harvey? 

Mr. Harvey. Just briefly, | have been very much impressed by 
your statement here, particularly as to the inerease in cattle, not 
only for now but in the next few months and probably even years. 

What do you think will happen if the legislation now under con- 
sideration with regard to feed grains is enacted and we have a rather 
radical reduction in feed grains supplies with a continuing increase in 
pork and beef numbers? 

Mr. Butz. If I get the import of your question, it bears on the 
relationship between feed-grain prices and the price of hogs and 
cattle. 

Mr. Harvey. I think it is pretty well agreed that you can only 
produce as much pork and beef as there is feed. 

Mr. Butz. That is right. 

Mr. Harvey. And if we radically reduce the supply of feed while 
we are at the same time increasing the numbers of beef and pork, 
what is going to be the impact upon our agricultural economy? 

Mr. Burz. There is some evidence, Mr. Harvey, that the large 
supplies of feed grains we have had have tended to depress the price 
of feed. That, in turn, has encouraged the continued build-up of 
livestock numbers; at least that is partly responsible for the depressed 
livestock prices we have now. 

As you are aware, coming from the Corn Belt, there is a feeling 
among many people that diverted acres in many parts of the country 
have been sown to feed grains and have built up our feed-grain supply, 
with the result that last fall in your home State the market price of 
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corn was 40 to 50 cents below the loan price of corn. This made corn 
a relatively cheap feed for feeders and encouraged still further the 
building up of livestock herds and flocks. 

Getting back to your question, I should think that any program 
that brings the feed-grain supply more nearly inline with the' effective 
demand for feed grains will tend to have some curtailing effect upon 
the expansion of livestock numbers. 

Mr. Jonunson. Could I make a point there? It seems for the time 
being the man that has the cattle and hogs to finish off is going to lose 
more than he is now because he is going to be buying higher-priced 
grain to finish those cattle and hogs. 

Mr. Burz. That is correct for the feeder who buys his grain. In 
many areas of the central part of the Nation, however, the feeder 
feeds the grain he raises on his farm. His livestock is simply a method 
of marketing his own homegrown grain.. 

Mr. Harvey. I have observed with a great deal of interest all types 
of legislative proposals that have been presented in an effort to bail 
the livesteck-industry out; havmg’ been a livestock producer all my 
life, I am certainly interested in it myself. 

But in the final analysis is it not the logical place to attempt, from 
the viewpoint of the Government, to attempt to help the industry 
govern itself? Is not the place to start at the source which is produc- 
tion of feed grain? 

Mr. Burz. I feel that is correct. 

Mr. Harvey. That is all. 

Mr. Poace. Mr. Dixon? 

Mr. Drxon. In talking with our livestock producers, the source 
of 70 percent of our agricultural income, there is a great deal of 
complaint about the grading. They say this, for instance, that we 
have played up the choice and prime meats to the housewife so much 
that it has been in great demand. In those large fat ‘“‘critters’”’ there 
are about 75 piuale of tallow and that comparatively has not near 
the value. It represents a loss to the consumer enid a loss: to the 
producer. Some cattlemen seem to favor your idea of making a 
standard grade, which would be the top in your commercial grade. 
Take fine, young heifers, for instance, in the commercial and put 
them as a standard. Still others would like the whole grading system 
liberalized. Some have the temerity to say they want to abolish it, 
but most producers want to liberalize it so we can work in more of 
these high commercial-grade carcasses. That would be much more 
economical for the housewife and fully as palatable. 

Mr. Burz. I think that is a very good point, Mr. Dixon. As you 
well know, and as Mr. Harvey from the Hog Belt knows still better, 
in the last decade we have definitely moved away from overfat pork, 
consumer preference moved away from it. I think in the decade 
ahead we will have to examine very carefully the kind of beef we place 
on the market because we discern a tendency away from overfat beef, 
too. 

Mr. Dixon. Cannot something be done to liberalize that while we 
are in this pinch and the growers are suffering the pinch? 

Mr. Butz. To change the grading? 

Mr. Drxon. To liberalize it to take your top Commercials, this 
young stuff that does not have the tallow that is a better value for 
the consumer. 
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Mr. Lennartson. We are going to make a change in the Commer- 
cial grade. The livestock industry has been highly favorable to split- 
ting.the Commercial grade and establishing this so-called Standard 
grade; 'which will take the young stock out of the present Commercial 
grade and call them Standard. 

With respect to the liberalization, we are going to take action to do 
that right soon. There is a lot of confusion in the livestock industry 
with respect to this whole matter of beef grading, and as you indicated, 
there are people who will want to abolish it completely, others who 
want to maintain it exactly as it is. 

Mr. Dixon. When you talk to the producers, those who would 
abolish grading are very much in the minority. 

Mr. LENNARTSON. Ta I think one of the problems that has 
confused the producer, however, is more of a merchandising problem 
than a grading problem in that, as you indicated, a lot of attention 
has been given on the part of chainstores and retailers, and so on, to 
publicizing the U.S. Choice grade. 

I don’t think there is any question but what it has provided a 
setting where a tremendous amount of additional beef has been 
consumed because the consumer has accepted it. It has been a good 
selling point. But in doing that and in focusing so much attention 
on the Choice grade, there are times when there is a wide disparity 
between U. S. Good and U. S. Choice. That is unfortunate. We 
have encouraged the chainstores to give more attention to that U. S. 
one grade rather than direct their complete attention to the U. S. 

oice. 

If we were to liberalize the Choice grade to encompass more of the 
U.S. Good type of quality meat, you merely set up a supply situation 
where you would tend to lower the price generally across the whole 
Choice e area. 

Mr. Dixon. Is the Department not giving more publicity to the 
value of the other grades that are more economical? 

Mr. Lennartson. Yes, we are encouraging the retailers to look at 
this, the homemakers and Extension Service, and with the help of 
others, attention of the housewife is being directed to the value of 
this U. S. Good grade meat, particularly when there are these wide 
price disparities. 

Mr. Drxon. Now to another question. I have heard that the chain 
stores now are liberalizing their purchasing to some extent. For 
instance, in our area they won’t take a carcass that is over 525 or 535 
pounds. I don’t think I am off much there. 

Are they consenting now to buy more of the heavy stuff or are they 
still holding it down to that weight? 

Mr. Lennartson. We have noticed no particular trend in that 
respect. It goes chain by chain as to their preference and merchan- 
dising policies. 

Mr. Dixon. A third question. Our auction people tell me—I can- 
not vouch for the accuracy of the statement—that there are 2,500 
auctions in the United States and that only about 10 percent of them 
are registered. 

Mr. LENNARTSON. We estimate there are about 650 stockyards and 
auctions throughout the Nation which would qualify under the 
present criteria of the Packers and Stockyards Act. 
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There may be 2,500 auctions throughout the Nation, but only about 
650 of the total come within the limitations of the act, which has as its 
yardstick 20,000 square feet or more. 

We frankly think that is the wrong criterion and maybe the auction 
people will address themselves to it. . 

Mr. Drxon. Would you not say that if you have some of them 
qualify, you should have them all, or if you do not have all, do not 
have any? 

Mr. Lennartson. Their theory is post all or none. Of the 650 
under the act we have only about 330 posted, because we have not 
had adequate appropriations. 

Mr. Dixon. Would you not recommend more appropriation so 
vou could bring them all under? 

Mr. Lennartson. We are recommending an increased appropria- 
tion in the present appropriation bill -before Congress in order to 
expand the scope of posting under that act. 

Mr. Drxon. I would like to take our people some good news, and 
we - getting at some here, and | appreciate this hearing a great 
deal. 

Now, another question that might go off the playing field and out 
of scoring position, Mr. Chairman, but I would like to risk it because 
it is serious. 

Mr. Poace. Let’s hear it. 

Mr. Drxon. Our watersheds are being depleted not alone through 
overgrazing, but through a combination of drouth and overgrazing, 
to the extent.we have to reseed them under the Forest Service and 
the Soil Conservation. 

1 will tell you quickly one specific instance to prove it. We have 
a reservoir just above Ogden, Utah, the Pineview Dam. The city 
and all government installations with a population of 200,000 people 
depend on that for water. 

We started with artesian wells. It is in a big basin. The wells 
were 4 to 4 feet above the floor of the lake 5 years ago when the lake 
was drained. This last fall the lake went dry and now they are under 
10 feet of mud. This shows how our watersheds are unraveling. 

Now in the Heber City area, which is our best grazing area in the 
State, the Forest Service told the cattle people, “You have to take 
off 20 percent of your livestock this year and 20 percent next year 
and 20 percent the third year.” 

Now if you think you have troubles, you ought to face that. What 
is that going to do? I am not saying that the Forest Service is wrong, 
because 400,000 people are depending on those watersheds. They 
have to have water. 

Mr. Burz. Do you feel the situation was caused partly by over- 
grazing? 

Mr. Drxon. Unquestionably, I know that, but I certainly don’t 
put all the blame on the livestock. 

Now is it not possible in some way to make a soil bank out of 
private range and also Forest Service lands? At least enough of it 
so we can reseed the land way up on the divides where the floods 
start. 

I do not know how to do it, but if the Department could in some 
way ease this terrible shock to our cattle people—vyou ought to talk 
to them. It means bankruptcy to some to take all of that shock at 


once. 
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It is not altogether their fault. Can we not in some way modify 
our soil bank legislation to provide for some help to the cattle people 
to relieve them of that shock? 

Mr. Burz. It is apparent you have a critical problem there. We 
will be:glad to consider carefully any recommendations you have on it. 

Mr. Dixon. I will be down to see you. Thank you very much. 
I appreciate your help. 

Mr. PoaGce. Mr. Simpson. 

Mr. Smmpson. Mr. Chairman, I would like to ask the witnesses two 
or three questions. 

Number one, do you not think ninety-cent or dollar corn has 
caused the heavy-cattle feeder to continue to feed the cattle? 

Mr. Burz. It has been a substantial contributing factor. 

Mr. Simpson. Speaking of grading, I believe it was Mr. Lennartson 
who said they were considering revamping the grading situation. 
Did you ever consider throwing grading out the window and letting 
Swift and Armour put their own grades on their own meat, and if a 
housewife gets Swift and Armour Commercial or Premium and it is 
too tough to eat, she will go back to the retailer and complain, and 
Swift and Armour will be in trouble in place of the United States 
Government? 

Mr. Burz. We have had proposals to throw the grading system out. 
It is on a voluntary basis now. If a packer wants to sell under his 
own brand name now, he has perfect freedom to do so. 

Mr. Simpson. He is free to do that now? 

Mr. Burz. Yes. The grading system is entirely voluntary. 

Mr. LENNARTSON. We merely provide the service when we are 
asked to provide it. 

Mr. Stmpson. I cannot see any reason for any Government grading. 

Mr. Butz. The chief reason is many consumers demand Govern- 
ment-graded beef. I think it is that demand that causes many of the 
packers to request it from the Government. They pay for it them- 
selves. 

Mr. Srmpson. If you buy Wheaties as a strength-producing product, 
why can you not buy Swift or Armour or Cudahy meat on their own 
grades and let them stand on their own feet? 

Mr. Lennartson. They are permitted to do it. 

Mr. Butz. You do buy many of their meats on their own grades. 

Mr. Stupson. But they do not, do they? 

Mr. Lennartson. The Federal Grading Service has expanded tre- 
mendously since the war. We feel right now we are grading probably 
85 to 90 percent of all the two top grades in the Nation. 

Mr. Stupson. Do you have competent graders? 

Mr. LENNARTSON. We do, very competent. 

Mr. Srmpson. I have heard to the contrary. 

Mr, Lennartson. We hear that, too, but we feel our graders are 
extremely well trained, Civil Service employees, extremely well 
supervised. 

Mr. Simpson. Speaking of Government reports, I had a hog raiser 
in my county come to me last summer and say, “I filled out a Govern- 
ment report on the number of brood sows |] have and the number of 
fall or spring pigs I expect to raise with an average of about seven to 
the sow, and nobody can tell whether the old sow will have two pigs 
or ten,” either anybody on this committee or in the Department of 
Agriculture. 
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He said to me, “I fill that out, along with other hog raisers, and 
Swift and Armour know the supposed number of pigs available for 
them to buy, but we don’t know how many they want to buy.” 

Mr. Burz. That statement is often made, Mr. Simpson. I think 
the big packers would know whether the Government did it or not. 
They have their own forecasting service and their people making 
these estimates. Usually they have their own estimates made even 
before the Government estimates come o it. I think the Government 
estimates make the information available to farmers and producers 
that would not otherwise have it. 

Mr. Stimpson. Is it not possible and probable that on a big estimate 
of hog production that the packers immediately start bidding down, 
and the same way on cattle? 

Mr. Butz. I do not think they bid down on the estimates as much 
as they will bid down on the increased supplies when they come to 
market. 

In the long run, you must recognize that the estimates of hog 
numbers indicate decreased production as often as they indicate 
increased production. In those cases, therefore, I presume you would 
argue that the packers bid up. 

Mr. Simpson. I am talking about something I do not know much 
about, but about 2 or 3 weeks ago Joe Parker, formerly with this 
committee, came to my office with the head of the National Stock- 
yards from Chicago, complaining about a directive that was supposed 
to be placed into effect relative to a combination of insurance on a 
guaranteed check to the livestock producers. What have you done 
about that? 

Mr. Lennartson. Mr. Parker and those same gentlemen have 
been down to the Department, addressing themselves to a regulation 
which was approved by the Secretary about a year ago, and which is 
scheduled to go into effect on September 1 this fall dealing with a 
situation out in the Chicago yards. 

They have come down and stated their case, we are reviewing it, 
and we have not made a final decision as to whether we will modify 
that regulation. 

Mr. Stmpson. The way they explained it to me is that no packer 
had defaulted on a cheik to a livestock producer in 75 years. 

Mr. Lennartson. In Chicago that is correct. 

Mr. Simpson. It looks to me like the Department had better go 
slow on changing the regulation. 

Mr. Lennartson. We are reviewing that situation, sir. 

Mr. Simpson. Again, I never heard of it before until they came in, 
but as they explained it to me, I thought they had one. It is a pool, 
a guaranty of the funds of all the commission firms as against anyone, 
is that right? 

Mr. Lennartson. Essentially it precludes the possibility of any 
individual commission man on the market covering the bonding re- 
quirements of the act to a number of other dealers on the market. 

Mr. Srmpson. It is a pooled affair? 

Mr. Lennartson. It is a pooled affair. 

Mr. Stmmpson. In other words, the bond of one buyer would hold 
with the other fellow in defaulting? 

Mr. Lennartson. That is correct. 

Mr. Simpson. I still say I believe Joe Parker and the head of the 
Chicago Stockyards had a case. 
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Mr. Lennartson. I can assure you we are reviewing it. 

Mr. Srupson. That is why I wrote the Secretary as I did. 

Speaking of bills, I had a little bill to keep hogs from dropping over 
15 cents a hundred a year ago last month and cattle 25 cents. Had 
that bill been passed, I question whether or not hogs or cattle would 
would have gotten down to where they are now, but I did not get 
any encouragement from this subcommittee of which I am not a 
member, or the Department. That is all. 

Mr. Poacr. Thank you, Mr. Simpson. Thank you, Mr. Butz. 
Now are there any others here who would like to say something for 
the benefit of the committee? Do any of you gentlemen have any- 
thing you would like to add to this record or any suggestions you would 
like to give us? 

Mr. Butz. I would like to say that we would welcome any sugges- 
tions this subcommittee has on any additional things we should do in 
view of the deliberations you will take after this hearing this morning. 

Mr. Poacs. Thank you, Mr. Butz. We will feel free to make 
them if we have any. 

I am sorry that so many of the other gentlemen left just a moment 
ago. I wanted them to express any views they had. 

Mr. Hi. You have Mr. Farr here. 

Mr. Poaae. I don’t mean to force anybody. 

Mr. Hitt, I do not think any of our boys asked to testify. 

Mr. Farr. Nobody that I know of. 

Mr. Hitz. They just wanted to hear Mr. Butz. That is a compli- 
ment to Mr. Butz. 

Mr. Poaae. If there is nothing else, the committee is adjourned. 

(Whereupon, at 11:40 the subcommittee adjourned.) 


x 











